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THE BABCOCK & WILCOX COMPANY 


FIFTY-SEVENTH ANNUAL REPORT 


NEw YorK, N. Y., March 3, 1938. 


TO THE STOCKHOLDERS: 


The Fifty-seventh Annual Report of The Babcock & Wilcox Company is submitted 
herewith. 


Consolidated net profit for the year 1937 amounted to $1,804,829.09 compared with 
$1,211,867.17 for the year 1936. The profit during 1937 was small in comparison with 
the large volume of shipments during the year. This decline in margin of profit was 
primarily due to the fact, as forecast in last year’s report, that orders were completed 
during a period of increasing costs, such as large wage increases both in the shops and 
in field erection. 


The volume of orders obtained during the first quarter of 1937 was exceptionally 
high, it was materially lower in the second and third quarters and was very unsatis- 
factory in the fourth quarter. The Company has received orders this year to date at a 
somewhat lower rate than that of the fourth quarter of 1937; many projects requiring 
products such as your Company manufactures have been held up, at least for the 
present. The value of shipments made during 1937 was greater than the value of orders 
received. As a result, unfilled orders were $18,183,253.50 on December 31, 1937, as 
compared with $24,970,943.54 on December 31, 1936. These figures represent orders 
taken by the parent company and its wholly owned subsidiaries, including orders taken 
by such companies from controlled companies, but excluding inter-company orders 
between the parent company and wholly owned subsidiaries. 


More than $1,500,000.00 was expended during 1937 for necessary additions to 
plant and equipment and further expenditures of some $150,000.00 had been authorized 
but not completed at December 31, 1937. No further authorization for major expendi- 
tures of this character is contemplated under present business conditions. The Com- 
pany’s plants are in good condition and are better equipped than for many years past. 


The research and development work of the past year has been chiefly that of 
extension and improvement of prior work. A considerable number of B&W-Tomlinson 
recovery units were installed in the Kraft and soda paper industries. Progress has been 
made with the Steamotive units, but those to be delivered to the Union Pacific Railroad 
Company in the two twenty-five hundred horsepower steam-electric locomotives have 
not yet been completely tested. During the year your Company received orders for two 
large steam generating units, one for 2500 pounds and one for 2200 pounds operating 
pressure; these are the highest pressures for which boilers have been built in America 
for commercial use. Such work as that described could not be undertaken were it not 
for the study, research and tests which are being carried out continuously by the 
Company’s engineers. 


There are submitted herewith consolidated balance sheet as of December 31, 1937, 
and consolidated profit and loss account and surplus account for the year 1937, of the 
parent company and its wholly owned subsidiaries—The Babcock & Wilcox Tube Com- 
pany and National Drill & Manufacturing Company. The statements are certified by 
Barrow, Wade, Guthrie & Co., certified public accountants. There are also submitted 
similar statements for the year 1936 for purposes of comparison. 

The consolidated balance sheet shows a strong financial position. As a result of 
loss of working capital during the depression years and in order to provide cash to 
finance the increased volume of business, it was necessary to borrow $2,000,000.00 from 











banks. All but $500,000.00 of this amount has been repaid since the first of the 
present year. 


The figure at which inventories are stated in the balance sheet represents cost to 
the Company and is less than the aggregate of their present market values. Current 
inventories at plants represent materials required for firm orders plus small stocks of 
various kinds of materials and supplies which the Company always carries. 


Dividends of $1.00 per share were paid on January 2, April 1, July 1, October 1 
and December 22, 1937. 


Reduced operations and the resulting reduction in the labor force have increased 
the average hourly wage rate by leaving on the Company’s payroll those employees who 
have been with the Company longer and hence receive higher hourly wage rates. This 
means that a large part of the orders on the Company’s books at the end of 1937 will 
be completed during a period when labor costs are even higher than during the latter 
part of 1937. It is probable that only general reductions in labor rates, if they occur, 
will enable the Company to offset this increase in labor costs. Some of the orders on the 
Company’s books at the end of 1937 represent orders on which customers will not call 
for shipment for some time to come, perhaps not until after the end of this year. In 
addition, there has been, as stated above, a decided decrease in orders received during 
the latter part of 1937 and the first part of this year. These considerations indicate 
that the Company’s operations will show a loss during the first half of 1938. The 
results for the remainder of the year will depend largely upon the volume of new orders 
hereafter received and when the Company is called upon to make shipment. 


Under these circumstances and in view of the advisability of conserving the 
Company’s working capital, the Board of Directors at its meeting today voted to pay a 
dividend out of surplus of twenty-five cents per share on April 1st next to stockholders 
of record on March 19th. The Board regrets that uncertain conditions render this 
reduction in dividend rate necessary, but is of the opinion that no other course is con- 
sistent with conservative policy. 


The Board of Directors at its meeting of January 27, 1938, voted to recommend to 
the stockholders that the 227,000 issued shares of the Company be split up, so that after 
the split-up stockholders would hold three no par shares for each share held prior to the 
split-up. This will afford a broader market for the shares. The Board further voted 
to recommend to the stockholders that the authorized stock of the Company be increased 
from 250,000 no par shares to 1,000,000 no par shares. The stockholders will be asked 
to vote upon these recommendations at the regular annual meeting to be held on 
April 6, 1938. 


The adoption of these recommendations will increase the amount of authorized but 
unissued stock by more than the three for one increase in the issued stock. The Board 
of Directors believes this additional increase in the authorized but unissued stock is 
desirable in order to provide for the possible issue of additional stock some time in the 
future if necessary, but the Board does not at present contemplate any further issue 
of stock. 


The Board of Directors has also voted to apply for the listing of the Company’s 
stock on the New York Stock Exchange. The listing will involve the registration of the 
stock under the Securities Exchange Act of 1934, as amended. It is not expected that 
the listing will be effected until some weeks after the stockholders’ meeting in April. 


It is with deep regret that the Board records the death on August 27, 1937, of Albert 
Arthur Tilney, a director of the Company since 1928. His wise counsel and fine 
personality were of great help to the Company and to his associates on the Board. 


The Board expresses its appreciation to the members of the organization for their 
co-operation during the past year. 


By Order of the Board of Directors, 


A. G. PRATT, 
President. 





THE BABCOCK & \ 


AND WHOLLY OWN 


Consolidated Balance Sheets as : 


ASSETS 
Dec. 31, 1937 
CURRENT ASSETS: 


Cash .cccccccvccciccccccccsccccccescesevcses $ 2,231,621.38 


Accounts and Notes Receivable (Less omg y 
for Doubtful Accounts and Notes—Dec. 3 


1937, $97,000.45—Dec. 31, 1936, $291,201. 3} 9,022,802.45 
een TERROR. cis cass ¥en weceses connect sacan 1,117.79 
Inventories: 

Raw Materials and Supplies, Work Com- 

pleted and in Progress.........+.+++- 6,688,585.37 
Securities of the United States Government — 
TOTAL CURRENT ASSETS. ......ccccccccces $17,944,126.99 
INVESTMENTS: 
Stocks of Controlled Companies..........+.++- $ 2,533,715.29 
Stocks and Bonds of Other Companies........ 2,324,314.93 
$ 4,858,030.22 
CA Eo cows seeu sek esek ee sweweue wen 961,839.79 
TOTAL, INVESTMENTS ..ccccccccccccccccves $ 3,896,190.43 
FIxep ASSETS: 
Property, Plant and Equipment—<Active—Less 
PROEOEIRTIOR |. i. 0.:0'026o sw etscsvesacecesens $ 6,458,187.71 
Property, Plant and Equipment—lIdle......... 477,465.41 
$ 6,935,653.12 
RO ries eee me aia ee ROA eae ene km es 1.00 
My. eee ee $ 6,935,654.12 
OTHER ASSETS: 


Accounts and Notes Receivable, Not Current 
(Less Reserve—Dec. 31, 1937, $20,116.42— 


Dec. 31, 1986, $25,626.26) .....ccccccccces $ 653,249.55 
DEFERRED CHARGES AND PREPAID EXPENSES........ $ 50,821.84 


$29,480,042.93 


Dec. 31, 1936 


$ 2,351,505.40 


4,527,468.85 
6,587.52 


6,539,380.25 
2,380,979.70 


$15,805,921.72 


$ 2,543,715.29 
2,317,423.35 


$ 4,861,138.64 


963,890.98 


$ 3,897,247.66 


$ 5,450,784.90 
481,808.00 


$ 5,932,592.90 


1.00 


$ 5,932,593.90 


$ 34,375.00 


$ 45,294.59 
$25,715,432.87 


WILCOX COMPANY 
ED SUBSIDIARIES 


at December 31, 1937, and 1936 


LIABILITIES AND CAPITAL 


Dec. 31, 1937 
CURRENT LIABILITIES: 
ORS TROON inno dod nos cccccesuteeneasve $ 1,645,436.61 
Notes Payable—Banks .........ccecscccccces 2,000,000.00 
Ta TAN onc cdc cos ans tescesse vous 873,427.57 
Advance Payments on Contracts.............. 157,800.36 
Provision for Federal Normal Income Tax, 
Excess-Profits Tax and Federal Surtax on 
Tndiatethated Protte .. ..i0cccscccdscwcas 232,949.12 
evens. WINN 3 ooo a occdaceeeasaees seas —— 
TOTAL CURRENT LIABILITIES.............. $ 4,909,613.66 
RESERVES : 
ee CIOS, 0s ka a nhchesawaeanttnesaens $ 750,000.00 
PE << ug cede nkcodtunaewnsekenaed acta sees e 420,500.00 
PEA ME atcsake basen been vece@aes $ 1,170,500.00 
CAPITAL STOCK AND SURPLUS: 
Capital Stock (Authorized 250,000 Shares with- 
out par value) issued 227,000 Shares...... $17,600,000.00 
MEE cs acces sus aee cae baeebesase ses esi 6,000,869.84 
$23,600,869.84 
Less—Capital Stock held in Treasury—3,010 
ee SE CNR 5 vce ccs ovuneounadadeons 200,940.57 
CAPITAL STOCK AND SURPLUS............. $23,399,929.27 


$29,480,042.93 





Dec. 31, 1936 


$ 1,124,396.67 


707,661.87 
82,232.18 


165,242.18 
227,000.00 


$ 2,306,532.90 


$ 750,000.00 
170,849.79 


$ 920,849.79 


$17,600,000.00 
5,088,990.75 


$22,688,990.75 


200,940.57 


$22,488,050.18 


$25,715,432.87 


THE BABCOCK & WILCOX COMPANY 
and Wholly Owned Subsidiaries 


CONSOLIDATED PROFIT AND LOSS ACCOUNTS 


For the years ended December 31, 1937 and 1936 


Profit on Operations, after Selling, Ad- 
ministrative and General Expenses, 
including provision for Doubtful Ac- 
counts and Notes, but before Depre- 
Se ee Se a ae ee ae 

Depreciation of Buildings, Machinery and 
Equipment, etc 


Net Profit on Operations....... 


OTHER INCOME: 


Income from Investments (see also 
item below) * 


Interest and Exchange............. 


Interest Paid 


84248 82.¢4 0 B-e2.@2:9 64068696 @ 642 024 6 2 423 86 '@ 


Profit before Federal Income Taxes...... 


Provision for Federal Income Taxes 
Normal Tax and Excess-Profits Tax 


Surtax on Undistributed Profits .... 


Net Profit Transferred to Surplus 
| PT een Rema an ann 
*Company’s equity in net profit of com- 
panies more than fifty percent owned 
but not wholly owned, less dividends 
cE a een res Se 


Year ended 


Dec. 31, 1937 


$1,850,960.55 


530,295.04 


$1,320,665.51 


$ 715,515.70 
9,648.69 


$ 725,164.39 
$2,045,829.90 


22,987.02 


$2,022,842.88 


$ 193,008.12 
25,005.67 


$ 218,013.79 


$1,804,829.09 


$ 105,421.51 


Dec. 31, 1936 


$1,213,724.32 


481,247.69 


$ 732,476.63 


$ 573,375.01 
6,334.73 


$ 579,709.74 
$1,312,186.37 


$1,312,186.37 


$ 100,319.20 


$ 100,319.20 


$1,211,867.17 


$ 17,951.90 


THE BABCOCK & WILCOX COMPANY 


and Wholly Owned Subsidiaries 


CONSOLIDATED SURPLUS ACCOUNTS 
For the years ended December 31, 1937 and 1936 


Year ended 
Dec. 31,1937 Dec. 31, 1936 
SURPLUS AT BEGINNING OF YEAR........ $5,088,990.75  $4,719,795.08 
App—Net Profit for the Year...... 1,804,829.09 1,211,867.17 
$6,893,819.84  $5,931,662.25 
DEDUCT: 

Cash Dividends Declared...... $ 908,000.00 $ 851,250.00 

LEss — Amount received on 

Capital Stock held in 
OE cdc sca kesks 15,050.00 8,578.50 
Net Cash Dividends....... $ 892,950.00 $ 842,671.50 
SURPLUS AT END OF YEAR.............. $6,000,869.84  $5,088,990.75 











AUDITORS’ CERTIFICATE 


To THE Bascock & WILCOx COMPANY, 
New York, N. Y. 


We have made an examination of the Consolidated Balance 
Sheet of The Babcock & Wilcox Company and its wholly 
owned Subsidiaries as at December 31, 1937 and of the 
Consolidated Profit and Loss and Surplus Accounts for the 
year 1937. In connection therewith, we examined or tested 
accounting records of the Company and such Subsidiaries 
and other supporting evidence, and obtained information and 
explanations from officers and employees of the Companies. 


We also made a general review of the accounting methods 
and of the operating and income accounts for the year, but 
we did not make a detailed audit of the transactions. 


In our opinion, based upon such examination, the accom- 
panying Consolidated Balance Sheet and related Consolidated 
Profit and Loss and Surplus Accounts fairly present, in 
accordance with accepted principles of accounting consist- 
ently maintained by the Companies during the year under 
review, their consolidated position at December 31, 1937, and 
the results of their operations for the year in consolidated 
form. 


BARROW, WADE, GUTHRIE & Co. 
Accountants and Auditors. 


New York, N. Y., March 2, 1938. 








BABCOCK & WILCOX PRODUCTS 


WaTER-TuBE Borers 
For STATIONARY PowER PLANTS 
For MARINE SERVICE 


WaTER-COOLED FURNACES 
SUPERHEATERS 
DESUPERHEATERS 
ECONOMIZERS 

Am HEATERS 
PULVERIZED-CoaL EQUIPMENT 
CHAIN-GRATE STOKERS 


Om BuRNERS 


Gas BURNERS 

MULTIFUEL BURNERS 
STACKS AND BREECHINGS 
SEAMLESS TUBES AND PIPE 
REFRACTORIES 

Process EQUIPMENT 


B & W-Tomumson Biacx-Liquor 
RECOVERY PROCESS 


PULVERIZERS FOR CEMENT MATERIALS, 
Rock Propucts, AND ORES 


ALLoy CASTINGS 


BRANCH OFFICES AND REPRESENTATIVES 


ATLANTA, Ga. - - - Candler Bldg. 
Boston, Mass. - - - 49 Federal St. 
Cnicaco, Innr.- - - Marquette Bldg. 
CINCINNATI, O. - - - Carew Tower 
CLEVELAND, O. - - Guardian Bldg. 
Dattas, Tex. - - - - Magnolia Bldg. 
DENVER, Coto. - 444 Seventeenth St. 
Derrorr, Mich. - - - - Ford Bldg. 
GALVESTON, TEX.- - ~- Security Bldg. 
Houston, TEx. - - - Electric Bldg. 


Los ANGELES, Cauir. - Richfield Bldg. 


New Orveans, La, 
Whitney Bank Bldg. 


New Yorn, N. Y. - - 85 Liberty St. 
PHILADELPHIA, Pa. - - Packard Bldg. 
PHOENIX, Ariz. - - - Luhr’s Tower 
PrrrsBURGH, Pa. - - - Koppers Bldg. 
PORTLAND, ORE. - - - Failing Bldg. 


Sr. Louis, Mo.- Railway Exchange Bldg. 
SaLt Laxe Crry, Uran - Kearns Bldg. 
SAN FrRaNcIsco, CaLir. - 450 Mission St. 
SEATTLE, WasH. - - - Smith Tower 
SANTURCE, PuERTO Rico 

267 Fernandez Juncos Ave. 
Havana, Cuspa - Calle de Aguiar 104 
Hono.utv, T.H. - Castle & Cooke Bldg. 







































































